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Economics Is Not One Easy Lesson 


ROBABLY more millions are being 
pe on public relations on behalf 
'of the free enterprise system than man- 
“agement and stockholders realize. Vir- 
tually every industry in the United 
States—even the smallest companies— 
‘is involved in some effort to sell “eco- 
nomic truths” to the public. The move- 
ment has assumed widespread propor- 
‘tions; it has sprung up everywhere 
along the horizon—and this is all to the 
§ good. 
~ It is an example of American flexibil- 
ity in dealing with a problem—once that 
problem is recognized. It presents a 
marked contrast to the backward and 
‘most shrinking attitude assumed under 
Basimilar circumstances by European in- 
dustrialists. 

- But authorities in the field of public 
Popision who have a sivdious point of 
Wiew on the subject agree that the sine 
ya non of success in influencing public 
‘pinion is that one must have a com- 
Plete understanding of and belief in 
wh at he is saying. 
| Reading some of the “free private 
tnterprise ads” one gains the impression 
at management is saying that our sys- 
Bem is good because it is traditional. 
Mhis is obviously selling a selfish point 
i view. Sensing this selfishness, read- 
§ may conclude: (1) that management 
Moesn’t believe what it is-saying and is 
frying to disguise its real purpose, or 
MmBi2) hasn’t got a really clear idea of 
hat it is trying to get across. 
‘The problem for business is not 
Merely to obtain endorsement of free 
erprise. When they know what the 





phrase means at all, individuals believe 
in the concept. 

But individuals who are not stock- 
holders or managers, while believing in 
free private enterprise, are not likely to 
have the same thinking on many impor- 
tant subsidiary economic propositions, 
such as: “ability to pay,” union partici- 
pation in managerial decisions, the 
extension of government regulation, and 
the extension of government enterprise. 

There are only a few ultimate eco- 
nomic truths that apply in all situations; 
most students agree that economics is 
not a body of settled conclusions, but 
rather a technique of thinking about 
problems of economic society. One can 
argue validly different sides of the same 
economic proposition. Much depends 
on one’s own point of view and persua- 
sion. | 

Perhaps the most interesting aspect 
of all this is management’s own attitude 
toward many of these questions. While 
there are no absolute economic truths, 
management has not apparently rea- 
soned out for its own edification the 
answers to many vital questions—ques- 
tions on which management should have 
reasonable and well-considered answers, 
consistent with the essential nature of 
our private enterprise economic society. 
Nor should the development of the 
answers be left to management’s deep- 
sea thinkers. They are the concern of 
everyone who can conceivably be con- 
sidered a manager. 

For all the talk and writing that we 
have seen, how well could management 
recite its economic lesson if it had to 
answer the following questions? 

(Continued on page 4) 








TRENDS 
I.N 
BUSINESS 


GENERAL OUTLOOK 


The leveling off of inventory accumu- 
lation, which economists have been 
predicting for some time, has finally 
occurred without any of the accompany- 
ing deflation that was also predicted. 

In July, total business inventories 
showed no change at all, remaining at 
a figure slightly under the all-time 
high registered at the end of April. 

A second well-publicized deflationary 
possibility—a decline in exports—also 
appears to be materializing. Exports 
which dropped 13 per cent from May 
to June, declined another 7 per cent 
in July. 

Neither of these trends, however. 
seems to have had any effect on prices, 
which have been setting new records in 
recent weeks. On September 9, Dun 
& Bradstreet’s wholesale. food price 
index stood at $7.02, an all-time high, 
up 31 points in a week; on September 
16, it reached $7.12. The figure for the 
same date last year was $5.03, and the 
high for 1919 was $5.30. 

Similarly, the Dun & Braastreet 
daily wholesale commodity index 
reached a new postwar high of 287.05 
on September 16, as against 224.35 a 
year ago. And not all of the rises, 
Business Week warns have yet been 
felt at retail. 


DISTRIBUTION 

Department store sales have been 
running somewhat under last year’s 
figures in August and early September. 
For the four weeks ending September 
13, the drop was 2 per cent, with de- 
clines in various cities ranging from 
1 to 8 per cent. 

Total retail trade, however, registered 
modest gains over last year in the early 
part of this month, although resistance 
to higher-priced merchandise is becom- 
ing more noticeable. 











(Continued on page 2) 
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Trends in Business - 
(Continued) 

Cashing of terminal leave bonds, 
Dun & Bradstreet estimates, could result 
in a total increase of between 2 and 3 
per cent in the next four months. 


NATIONAL INCOME 


National income set another new all- 
time high in July, when it was running 
at an annual rate of $197 billion. 
Further expansion in the latter part of 
the year, the Alexander Hamilton 
Institute predicts, may bring the total 
for 1947 to well over $200 billion. 
The previous high, scored in 1946, was 
$169 billion. 


PRODUCTION 


The Federal Reserve Board’s season- 
ally adjusted index of production 
declined from 183 in June to 178 in 
July, 12 points under the postwar high 
of 190 in March. Both durable and 
non-durable goods shared in the decline. 


CONSTRUCTION 


Home building has taken an upturn, 
so much so that the total number of 
units for 1947 is now being set at 800,- 
000. Earlier estimates were 750,000, 
then 600,000, as spring construction 
figures turned up disappointingly low 
totals. In July, however, there were 
80,000 starts and 65,700 completions, 
well above the figures for 1946. 


SECURITY MARKETS 


Measured in terms of their dividends, 
stocks are now selling for only a little 
more than half as much as they did a 
year ago, the Cleveland Trust Company 
points out: for only about 17 times the 
average dividend as compared to 36) 
times the average dividend in May of 
1946. 

Investors, says Business Week, “think 
today’s greatly inflated prices and wages 
spell subsequent corporate trouble 
despite all the big earnings. . . . They 
have learned the hard way that such 
‘prosperity’ is usually ephemeral. . . . 
As yet, they are not convinced . . . that 
this time it’s going to be different.” 
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The Listening Post 








Morale ¢ Confirmation of the view 
that the “intangibles” have a mére im- 
portant effect on employee morale than 
wages, hours of work, and physical 
working conditions, is supplied by ex- 
tensive surveys among the workforce of 
Sears, Roebuck. 

According to James C. Worthy of that 
company’s personnel department, tabu- 
lation of over 12,000 individual ques- 
tionnaires showed the following ten fac- 
tors to be especially influential: 

1. Credit for good suggestions. 

2. A fair hearing on grievances. 

3. Encouragement to offer sugges- 
tions. 

4. Friendly and helpful criticisms. 

5. Promotion of employees best 
qualified. 

6. A satisfactory future. 

7. Recognition of good work. 

8. Pay increases when deserved 
(amount of pay as distinct from in- 
creases when deserved was 14th on the 
list). 

9. Knowledge of standing with store 
executives. 

10. Immediate superior’s knowledge 
of whether work is good or not. 

Mr. Worthy will describe Sears’ ex- 
perience with attitude surveys and its use 
of the findings to build a more effective 
organization in an address at the AMA 
Personnel Conference, October 2-3, in 


New York City. 


Insurance * Reports to AMA’s In- 
surance Conference Planning Council 
indicate that a man-bites-dog situation 
has developed in the insurance business 
in recent months: Industrial buyers sim- 
ply can’t buy as much insurance as they 
need. 

One AMA member who has been trav- 
eling around the country trying to sell 
insurers the idea of selling him some 
insurance reveals that he is down to 
second-rate companies, and still can’t 
get as much as he needs. He refuses to 
discuss insurance markets publicly be- 
cause, he says, “I’d be sure to offend 
someone, and I can’t afford to offend 
anyone.” 

In this situation, poor experience 
records may cost more than the added 
premiums called for by any scheme of 
merit-rating, many buyers believe. In 
letters to the AMA Council they report 
that some insurance companies seem to 
be taking advantage of conditions to rid 
themselves of less desirable risks. 





Another development shown by re- 
ports to the Council is an increased in- 
terest in self-insurance. For several years A 


now, the trend has been away from this J @ ™ 
type of coverage, even among the larger clea 
companies which are better equipped § ™‘) 
to handle the problems involved, § #0": 


Under present circumstances, however, § P®Y 
many firms say that they will have to § 474 
pay a good part of their losses anyway, ally 


and therefore will be better off if they § bey 
accumulate reserves for the purpose. = 
ploy 

Office workers * Clerical workers  et™ 
now constitute 12.4 per cent of the total § Ploy 
workforce, a Department of Labor § & 
(BLS) report reveals. This is a siz- Stan 
able increase over 1940, when the figure § %! § 
was 10.4 per cent, but a decrease from § fe 
the 13.0 per cent recorded in 1945. pane 
However, an AMA survey conducted plan 
in preparation for the Office Manage- _ : 
ment Conference, October 20-21 indi- ™ 
cates that office managers are currently ‘a 
bothered less by an actual shortage of * 
help than by the quality of applicants . 


available. 


And inadequate skills are only part 
of the problem, probably the smaller A 


part. The main complaint seems to be § for i 
that clerical workers take less interest § emp! 
in their jobs than formerly, waste more § (Sic! 


time, and are indifferent to prospects of f.11 | 
advancement. exan 
surve 











“My experience is that the new crop 


of office workers, and unfortunatelgy Al 
many of those who are older and mor Sick 


experienced, take the attitude that offic 
employment is a one-way propositions 
writes one office manager. “Their vid aban 
seems to be that the company shou eric 
give everything, and the employee vemfmmere”Y 
little in return.” Ug its se 
perce 
plan. 
more 
pay, 


Due | 


that 


eal 










“It seems to be increasingly difficult,” 
says another, “to induce individual em- 
ployees to assume any degree of respon: 
sibility for carrying on the work pro- 
gram.” 


“T personally feel that the problem of 4 
employees’ attitude toward their work Bont 
is one of the greatest obstacles facing § 4... ; 
management today,” a third remarks. treate 

This complaint, in fact, appears in 
most of the letters received in answer 
to the AMA questionnaire. Accord: A 
ingly, the topic of employee attitudes § tecor 
will be stressed at the Conference. and § emp! 


possible means of improving them pre- 
sented. 
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Sick Leave Policies* 


A survey of the sick leave policies of 
a number of representative companies 
clearly shows that there is little unifor- 
mity in such policies. Two generaliza- 
tions may be made: (1) Sick leave with 
pay increases with length of service; 
and (2) special consideration is gener- 
ally given to individual cases over and 
beyond any set amount. 

Some companies include all em- 
ployees uniformly; others distinguish 
between salaried and hourly paid em- 
ployees, or between exempt and non- 
exempt employees under the Fair Labor 
Standards Act. Some bear all the cost 
of such absenteeism, while others meet 
it for a definite length of time, then 
transfer it to some benefit or insurance 
plan. Full pay during absence for a 
stipulated period may be supplemented 
by additional weeks at 80 per cent or 50 
per cent of base pay. An occasional 
firm does not distinguish between leave 
for sickness and for other personal rea- 
sons. 


HOURLY PAID EMPLOYEES 


A company may have a liberal policy 
for its salaried group but pay its hourly 
employees only for the hours worked. 
(Sick leave with pay was found in only 
ll per cent of the union contracts 
examined by Prentice-Hall in a recent 
survey.) 

An oil company which does include 
sick leave in its union contract stated 


‘that the amount of sick absenteeism was 


greatly reduced when the policy was 
hanged to require a three-day waiting 
triod without pay. This same com- 
pny has a voluntary insurance plan for 
its salaried people which all but a small 
percentage have joined. Under this 
plan, employees of three months or 
more may receive 14 weeks with full 
pay. plus a similar period at half pay. 
Due consideration, upon the approval of 
the section head, is given the absences 
of those employed less than three 
months. Occasional days of absence on 
the part of the office people are usually 
treated as excused absences. 


ON RECOMMENDATION 


A manufacturing company has a 
recommendatory system for its salaried 
employees: The top supervisory group 
can recommend that an employee re- 


* Additional information may be obtained upon re- 
quest. 





ceive up to six months with pay. Any- 
thing beyond this amount is considered 
a special case which must be acted upon 
by the president and the chairman of the 
board. The next lower level of supervi- 
sion can recommend up to one month’s 
leave with pay, while the third level is 
limited to a recommendation of one 
week. 

One company in the communications 
field provides that employees of less 
than three months’ service may receive 
up to two weeks at full pay on the 
recommendation of the department 
head; more than two weeks can be given 
with the approval of higher officials, but 
the leave cannot be as much as one 
month in any case. Employees of more 
than three months may receive leave up 
to one month on the recommendation of 
the department head with higher 
approval required for longer periods. 
Officials are very liberal in approving 
allowances, and believe that this policy 
pays off in good morale. 

A manufacturing company, which 
does not deduct for any occasional days 
of illriess in the case of salaried em- 
ployees -of less than six months, pays 
full salary up to six months for those 
with six months or more of service. 


LEAVE CREDITED 


Some companies credit a certain 
amount of sick leave at intervals. For 
example, one food company has a bene- 
fit plan under which regular and part- 
time salaried employees are credited 
with two weeks at the beginning of each 
year of continuous service. Unused 
portions are cumulative, provided ser- 
vice is continuous, up to a maximum of 
26 weeks. During such periods the em- 
ployee receives benefits that approxi- 
mate his base salary. 

Another food company makes no al- 
lowance to the non-exempt group during 
the first year of employment, but 
employees of one to five years receive 
80 per cent of their base pay for an 
indefinite length of time, while those 
with five or more years’ service receive 
full pay for a similarly indefinite 
period. Each case in each of these in- 
stances is considered on its merits. 

One large insurance company which 
has an insurance plan, divides the year 
into two six-month periods and allows 
six days per period. Any period beyond 
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this is compensated for at two-thirds pay 
for whatever time is necessary. Inci- 
dentally, this firm has found that some 
of its employees are inclined to take 
“sick leave” as a matter of right whether 
they need it or not. 

A bank allows no sick leave without 
a doctor’s certificate for employees of 
under six months, then pays full salary 
for an unspecified time. For employees: 
of more than six months, full salary is 
paid for any illness and for an unspeci- 
fied time; in addition, if the employee is 
hospitalized the company pays $5.00 per 
day toward the room, up to a maximum 
of 90 days in one year. 


SOME SCHEDULES 
The following schedule, drawn up by 


an oil company, includes all employees: 


Length Weeks Weeks 
of at at 
Service Full Pay Half-Pay 


1 completed yr. 4 2 
2 completed yrs. 4 7 
3 “ “ 4 12 
4 Bt ° 4 17 
5 - . 8 18 
6 i ” 8 23 
7 = - 8 28 
8 “ “ 8 33 
9 * " 12 34 
10 and more 12 40 


As indicated, employees of less than 
one year are excluded from the formal 
plan. However, leave up to two weeks 
with pay may be granted. 

A manufacturing company has the fol- 
lowing policy for its salaried employees 
in its headquarters, irrespective of 
amount of salary: 


Length of Service Leave with Pay 
Under 3 mos. 1 week 

3 mos. but less than 2 yrs. 2 weeks 

2 yrs. “ “ “ 5 “ 3 “ 

5 “ “ “ “ 8 oe 4 iT 

8 “ and more $°.:* 


A case where more than the five-week", ~ 


allowance seems desirable is considered 
on its merits. 


New Booklet Meets 
Favorable Reception 


AMA’s new booklet, The Management 
Leaders’ Manual, is proving one of the 
most popular of the Association’s publi- 
cations. Individual companies have 
ordered as many as 1,500 copies apiece 
to distribute to various levels of super- 
vision. 

One executive writes to the AMA: 
“This is the best all-round compilation 
of management training material that 
has come to my attention. It is mature 
and substantial and appeals to the intel- 


ligence of executives and supervisors 
alike.” 
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AMA 








Conference Will Analyze Experience 
And Outlook Under Taft-Hartley Act 


Probable Course of Industrial Relations 
In Coming Months to Be Charted 


AMA’s Personnel Conference, set for October 2 and 3 at the Hotel Pennsylvania, 
New York City, is designed to provide the most thorough airing provisions of the 


Taft-Hartley Act have received to date. 
With speakers representing the three 
groups on whom administration of the 
law will depend—management, labor 
and government—sessions are expected 
to offer both a summary of experience 
so far, and a forecast of coming develop- 
ments. 

John L. McCaffrey, President of Inter- 
national Harvester, will discuss manage- 
ment policy under the new law; Paul M. 
Herzog, NLRB Chairman, will report on 
the Board’s changed position and review 
experience accumulated to date. Other 
speakers will include: Lee Pressman, 
CIO General Counsel; George B. Chris- 
tensen, Winston, Strawn & Shaw; and 
M. S. Pitzele, Labor Editor, Business 
Week, and member of the New York 
State Mediation Board. 


Dinner speaker on the evening of Oc- 
tober 2 will be John S. Bugas, Vice 
President and Director of Industrial Re- 
lations, Ford Motor Company, who will 
discuss “Labor Relations and Produc- 


tivity.” Other conference topics in- 
clude: “Labor Trends and Wage Levels,” 
by Dr. Leo Wolman, National Bureau of 
Economic Research, “Current Salary 
Administration Problems,” “Employee 
Education and Opinion,” and “Modern 
Supervisory Development.” 


Conference Attendance 
Limited to Membership 


All AMA members, and many non- 
members also, have been notified of the 
new policy of restricting conference at- 
tendance to the membership. The Board 
of Directors decided on this step because 
of the fact that many meetings in the 
past have been overcrowded. 

Firms with company memberships 
may send as many representatives as 
they wish to. In the case of an indivi- 
dual membership, attendance is open 
only to the person in whose name that 
individual membership is held. To 
avoid misunderstanding, those planning 
to attend are urged to check their 
membership status. 
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(Continued from page 1) 
What is the compatibility of free 
enterprise with (a) tariffs (b) mo- 
nopoly (c) unemployment? 


. What does management do practi- 


cally as regards: 

(a) Employment stabilization? 

(b) Conservation of human re- 
sources ? 

(c) Employee participation? 


. What are the principles of distribu- 


ting economic gains (losses), the 
revenue of the firm? 


. What is management’s role as arbi- 


ter between the claims of stockhold- 
ers, employees, customers? 


. What is management’s function as 


the guardian of economic progress? 


. What are the social responsibilities 


of management? 


. Should individual employees bene- 


fit directly from increased produc- 
tion resulting from the installation 
of more efficient machines and 
methods, or should the results be 
made available to everyone in the 
form of lower prices? 


. To what extent is management re- 


sponsible for employee security? 


. What exactly should the role of 


government be in the economic pic- 
ture? Most managements now ac- 
cept such things as social security, 
the FLSA, minimum wages. Does 
management want to stop the trend 
toward social legislation, reverse it, 
or merely slow it down? 

If management rejects the concept 
of “ability to pay,” just precisely 
what are its reasons for its posi- 
tion? What would it substitute as 
a criterion? 


. Does management know its own 


function and responsibility with 
respect to production and the ad- 
justment of wages in the mainte- 
nance of economic stability? 


. Does management accept the prin- 


ciple of collective bargaining? If 
so, does it set any high-water 


Discussions to Weigh 
Methods of Improving 
White Collar Morale 


AMA’s Office Management Confer. 
ence, scheduled for October 20-21 at 
the Hotel Commodore, New York City, 
is designed to present specific methods 
of coping with the three biggest prob- 
lems facing office managers today: indif- 
ferent and poorly trained workers, ris- 
ing costs, and increased workloads. 

One entire session will be devoted to 
the subject of “Building Good Atti- 
tudes,” with discussions of attitude sur- 
veys, management training for super- 
visors, grievance handling. Another 
will deal with more direct methods of 
increasing productivity, and will include 
papers on “Incentives That Produce Re- 
sults,” “Setting Standards of Work Per- 
formance,” and “Work Simplification 
by the Worker.” 

As a part of the discussion, “Keeping 
the Lid on Office Costs,” attempts will be 
made to present methods of determining 
staff and equipment requirements. 








marks? The granting of greater 
economic power, prerogatives and 
financial advantage to labor has 
been dramatically forwarded by 
the collective bargaining process. 
Assuming that management does 
accept collective bargaining, at 
what rate of progress does it wish 
it to continue? Has it a point in 
mind at which it will hold the line, 
regardless of consequences, or will 
it continue to give way inch by inch 
as expediency dictates? 


It is not the purpose of this article to 

recommend a position on any of these 
questions; the intention is rather to sug- 
gest that management have a position, 
thoroughly fortified by logic, reason, 
and economic truth. 
- Granted, these are tough questions. 
They demand earnest study and discus- 
sion. But despite a popular phrase to 
the contrary, economics is not one easy 
lesson. 

As Abraham Lincoln said: “If we 
could first know where we are and 
whither we are tending, we could better 
judge what to do and how to do it.” 


DlLocw &. odd 














